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Dear App" ,;cant: 

8s hive masidered your application for rocaqnitian of exmytion f r a  federal  
incomo tax -do? r sc t ioa  SO1Cc) (4) OF tho Intoreal  Revenuo Code. 

The iafamrtfioa msbritted, birclooar tha t  you -to incatparatod under the L:wr 
of *** ***********  ** ******   an ******  **  ***** . 

Pha gurgorw of the Carparation are t o  provide tor maiataaraco, pramorv&tio~ 
and rr&it.ctwrl uantroP of tho reiaideaee Poem md c-lr uaa within that 
cer ta in  trwt of property described rr *************  * an * * * *  * * *  *****  
********** ********* @, ul to p m t r  tbe Baaltb, ar teQ m4 w l f a r e  ot tha 
roaidantr dthia the ebma 4ercrihed prepotty. 

Yotar bp-trrr p m i b  t h a t  &rs are thou  perroom or eotitter rbo Opold 
r i m l a  tit10 ta  my lot. _ . r  

.. ' . . ;i 
:- . .. 4 

Y e a t  octivitda~, am rtated in ftow appf.icatim mariot at ro fn te raw llsl 
. -  . C, . 

~rworntim of tPa n r f 4 e n t i r l  lot8 &ad consn u e r  of tho redde~tir2 
property i.#)irldoa kaova . or ********** , asd preoidieg teaidants with 
aaknteaame remica, including capitol i ~ p t o v e m n t s  ,, pathlion llladrcrpisg, . .... 

fmca repria:  d a g  rsrd rnor ranoval. . , 

Your facars corn# rolaly arm m a h r s h i p  duel 8 ~ 4  intOtWtr mn808 Lava . .  

b a a  tole ~ I P ~ O R H C * *  poof**sfonall fmr, bard maberm rttrmkaaa toor, 
poetage an$ pr ia t ing ,  l o t  **, prvffdon laatbrcsp~ag, faace tapair ,  d r t g  and 
anoa removal, on4 raking of paymats t o  u t i l i t i e s  far e lac t r i c i ty  p r d b d  ts 
-On Ibelll. 

me MI..an aroa is testrietd t o  as& by tbo ********** property m o r m ,  3s l a  
the cowoa/recrertias area consisting of a boat ramp, bock, b a t  rlfpa, 
prvilfm and r m a l l  h c h .  
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Section 501(c) (4 )  of the internal Revenue Code provides for the oxerption from 
federal incose tax of c i v i c  leagues or organizations ro t  organized for prof i t ,  
but operated exclusively for the promotion of soc ia l  welfare. 

Sectioa 1.501 (cl (4 ) -1  (a1 ( 2 )  (1) of fhe Income Tax Regulations provides that an 
organization is operated for the promotion of soc ia l  welfare i f  i t  prmotes i n  
some way, the common good and general welfare of the people of t he  toarundty. 
An organizction described i n  t h i n  s t s t i o n  in one which is operstsb iot the 
purpose of bringing about c iv ic  be ttermsnts md socia3 iapievements . 
Revenue Ruling 72-102, 1972-1 C . i 3 . ,  149, states thct a non-profit organization 
formad to preeerre the appearance of a housing development and t o  r,aintain 
s t r e e t s ,  siderralkr and coason area8 fo r  use of resident8 is exempt under 
aectlim 561(c) (41. Hemlrersbip ir  required of a l l  omera o f  rea l  property i n  
thn derrloga,nt and assesments are levied t o  support the organitat ion o 
oc t iv i t t e s .  It was held that by maintaining tho grffpsrtp n o n r l l y  maintainad 
by a municipal govarnmeat the organization served the coaron gaod and general 
welfare of the 3eoplta of the coanunity. 

Revenue Ruling 74-93, 1344-i C.0. 131,  modified Revenee fnl ing 72-102 by 
providing new guidelines under which a hovesasors asnociation could be exempt. 
There guidelines are: 

1. The organirrtfizn suet nerve a Qcommunityw wBdcb baarr a roassnab",e 
recoqriizable re la t ionship  t o  an area fdentif id aa a govementrP v~it; 

2. It aus t  not canduct a c t i v i t i e s  directed t o  the axtorior aaintenancr of 
ptirrte reridancer; and 

3. ma ccouen areas or  f a c i l i t i e s  must be for  the use an8 sojoyment at the 
5 

general publie. 

Revgpue Ruling 94-99 a t a t e s  tha t  "...Revenue Ruling 77-102 was intended oalp 
to acprova onrerahip and maintunance by a homeowners association of ruch area6 
ar  roe8rays and parklmds, eidewalko and r t z e e t  l i g h t s ,  access t o  or t h o  use 
and anjayewnt of which is extended to members of the general pubXfc." Siace 
access t o  and use of your facilities is lidtad to tha residents of the 
Bsvelogoent , you do not qualify for exenptbon under section 501 (c) (4) and are 
a taxable ent i ty .  You are required to f i l e  federal incoae tax returns on Form 
1120. 

Section 528 of the  In ternal  Revenue Code doala w i t h  orgaaizatione which are 
-"h~eijiioere' aesaciations". TBa rerm "hoaeomera' aeeociatioan for purposes 
of t h i s  section noans an organization which is a condoeinium management 
association ar a raaidential  r e a l  eatats  management aesoeiation. 
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Zbe organization must be organized-to provide for the acquisition, 
conrtructim, mmagtnent , aaintenrnce and care of rasoci r t ioa  property. sn 
addit ion,  688 or more of tho groat incolre of such cryanizrtio~~ For r taxable 
year murt c o w  t r a  reabership dues, feem ar arsrsr~atm from omr r r  of 
r a s idea t i a l  proper and 90% or 8orr of the 0xp.Psor for the orgmit8,tion mrt 
Be expenditurea ,- he acquiaitiolc, ~ a ~ t r ~ c t i o ~ ,  Ploagmont, mriataalaao lad 
care of tho ru , on proparty. Uudar M a  arrangement, no p a r t  of tho aot 
earnings of the e S S O  !lation can h n ~ ~ f i t  my private f ~ d i ' l $ d u ( ~ l  and tbe 
arrocia t ian  rwt elect t o  hava this  section apply t o  ttxm i n  arch taxable 
y o u .  

We are encloafng a c o n  OF Pnblicrt ioe 588 which proribor information 
conuerninq thlm roction which my apply t o  your 8ruocfrtiioa. 

I0 you do not agree with our findings mgarding j y ~ t u  eze.9gt a t r h r s  Majrr 
section S O l ( s ) l O ,  we r m n d  that yagr requomt a C O P ~ ~ P U I C ~ C O  4 t h  r h e r  
of eat Ragiopal oft ice of Apjmlr. Your~rqaert for r C D P F O P O ~ O ~  shmld 
inclads r writton 8-1 giving tho f rc t r ,  law, md ray atbar in fomt ioa  to  
rup~wt  yoor pmitfoe u a x p l d ~ M  i n  the oac1.om.d Publication 892. Too will 
then ba ccntactd to u r r s g a  a date far r c4n2are~ae. Pha comiarenca ray k 
held a t  tba Ragloail Office, or, if you riqwut, a). my 8utw.llp tanvraiont 
d i s t r i c t  office.  If yao rill bo rrprrroafdl by atmeme rho i r  not me of your 
prfsrcipat obfimrm, tha t  pomm will ae.d t o  bi le  r pmsz of r t tomoy ot tax 
information ra tborr iwt im with p.. 

If yea do not appa8.l thio d e t e m h t i o n  'uitbia t O  dam fm the d8t0 ef W 
lettsr, u arpfaiPbd ia tBI mcLamd ?ublieatioa 893, turn rill kmw aru 
t i r a l  detezai~tioa oa this mtter. 

***  ****  
District Director 


